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TX  -  PAID  UP 


NO  SURFACE  USE 
PAID  UP  OIL  AND  GAS  LEASE 

whose  address  is  8 10  Houston  Street,  l^oU  Worth,  lexas  Vol"™" Les^  '         ^  a"d  XT°  Energy  Inc" 

^^t^^J^^^^^,^^^  of  this  Lease,  and  the  covenants  herein 
(the  "leased  premises")  taYamnit  (CwSS?      ,    °f  'and  de5crlbed  °n  Exhibit  "A"  attached  hereto 
reversion,  prescription  or  oth^WJS^lXTl^  ^  ^  ^  ^ 
For  purposes  of  this  Lease,  "oil  and  gas"  means^n  „»,  ^  '  deVe'oplnS'  Produc"18  "-d  marketing  oil  and  gas. 

elements  produced  through  a  welltore^Oir 'in^ 11  ^er  hqu.d  and  gaseous  hyoxocarbor^  and  their  constituent 
hyarocarbons  produced  through  a  well  tore  "Gas"  ncludS  hH  c  ensate\  .dl5'iIlate  and  other  liquid  and  gaseous 
as  hydrocarbon  gases.  Expressly  Txc  lud^dfrom  hi  T  —  Carb0",  dl<""de  and  0ther  ^ommerciaJ  gases,  as  well 

premises  shall  include  all  strips  a'nd  ^  s.reeTs  Lse^ts  tohw'  '  "?  ^  ^  ^  Mte  minerals-  The  ,eased 

acres  specifj  on  Exh^S^ 

Lessor  a.  K?"  /Vf °h  1  «af . and  ^stances  produced  and  saved  hereunder  shall  be  paid  by  Lessee  to 
Lessor  as  follows,  (a)  for  oil  and  other  liquid  hydrocarbons  separated  at  Lessee's  separator  facilities  the  royalty  shall  be 

I'  i25%  °f  SUCh  Pr0dUCti0n-  l°  bC  ddiVered  at  ^see,s  °Ptio»  *  Lessor  Jf^^T^l^ 

n  Su,        m  PUrCnahSe^S  tranuSp°rtati0n  faci,ities>  Provided  ^  Lessee  shall  have  the  continuing  right  to  purcha^ such 

£u  1 the  Wf  'head  ma^! preVaiHng  in  the  Same  field  <or  if  there  is  *>  ««h  price  then  prevailing  in  the 
same  f  eld,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  for  production  of  similar  grade  and  gravity 

Ztn IwTfT ludlni?asmShead  ^  and  a11  ^her  substances  covered  hereby,  the  royalty  shall  be  twenTy  five 

nTnl  if  ,  Pr°Ceed,S  ™lJZ*d  by  LeSSCe  fr°m  the  Sale  thcreof'  computed  at  the  P°int  of       I«  a  proportionate 

^     ?  ^      Pr°dUf  r  SeVCranCe  °r  0ther  excise  taxes'  and  less  ^  P*™"*!  unaffiliated  third  party 
deduct  ons  described  below;  provided  that  Lessee  shall  have  the  continuing  right  to  purchase  such  production  at  the 
prevailing  we  lhead  market  price  paid  for  production  of  similar  quality  in  the  same  field  (or  if  there  is  no  such  price  then 
prevailing  m  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  pursuant  to  comparable 
purchase  contracts  entered  into  on  the  same  or  nearest  preceding  date  as  the  date  on  which  Lessee  commences  its 
purchases  hereunder.  If  at  the  end  of  the  primary  term  or  any  time  thereafter  one  or  more  wells  on  the  leased  premises  or 
lands  pooled  therewith  are  capable  of  producing  oil  or  gas  or  other  substances  covered  hereby  in  paying  quantities  but 
such  well  or  wells  are  either  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  such  well  or  wells  shall 
nevertheless  be  deemed  to  be  producing  in  paying  quantities  for  the  purpose  of  maintaining  this  Lease.  A  well  that  has 
been  drilled  but  not  traced  shall  be  deemed  capable  of  producing  in  paying  quantities.  If  for  a  period  of  ninety  (90) 
consecutive  days  such  well  or  wells  are  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  then  Lessee  shall  pay 
shut-in  royalty  of  fifty  dollars  ($50.00)  per  acre  then  covered  by  this  Lease  on  or  before  the  end  of  said  90-day  period  and 
thereafter  on  or  before  each  anniversary  of  the  end  of  said  90-day  period  while  the  well  or  wells  are  shut-in  or  production 
therefrom  is  not  being  sold  by  Lessee;  provided,  however,  that  if  this  Lease  is  otherwise  being  maintained  by  operations 
or  if  production  is  being  sold  by  Lessee  from  another  well  or  wells  on  the  leased  premises  or  lands  pooled  therewith  no 
shut-in  royalty  shall  be  due  until  the  end  of  the  90-day  period  next  following  cessation  of  such  operations  or  production 
Notwithstanding  anything  to  the  contrary  herein,  it  is  expressly  understood  and  agreed  that  after  the  expiration  of  the 
primary  term,  Lessee  shall  not  have  the  right  to  continue  this  Lease  in  force  by  payment  of  shut-in  royalty  for  more  than  a 
single  period  of  up  to  two  (2)  consecutive  years. 

Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  which  are  processed  in  a  processing 
plant  in  which  Lessee,  or  an  affiliate  of  Lessee,  has  a  direct  or  indirect  interest,  shall  be  calculated  based  upon  the  higher 
of  the  proceeds  received  or  the  market  value  of  the  products  so  processed.  Similarly,  on  oil,  gas  and  other  substances 
produced  and  saved  hereunder  which  are  sold  to  Lessee,  or  an  affiliate  of  Lessee,  royalties  shall  be  paid  based  upon  the 
higher  of  the  market  value  of  the  products  so  sold  and  the  proceeds  received  by  Lessee  for  said  products.  Notwithstanding 
anything  to  the  contrary  herein,  except  for  nonaffiliated  third-party  charges  incurred  or  paid  by  Lessee,  in  no  event  shall 
any  of  Lessor's  royalty  bear  any  part  of  the  costs  of  production  or  any  post-production  costs,  including  costs  of  lifting, 
gathering,  dehydration,  compression,  separation,  delivery,  transportation,  manufacture,  processing,  treating  or  marketing, 
or  for  construction,  operation  or  depreciation  of  any  plant  or  other  facility  or  equipment  for  processing  or  treating  oil  or 
gas  produced  from  the  leased  premises  or  lands  pooled  therewith.  In  no  event  shall  Lessor  receive  a  price  greater  than  or 
less  than  Lessee  in  sales  to  nonaffiliates. 

As  used  herein,  "affiliate"  means  (i)  a  corporation,  joint  venture,  partnership  or  other  entity  that  owns  more  than 
ten  percent  (10%)  of  the  outstanding  voting  interest  of  Lessee  or  in  which  Lessee  owns  more  than  ten  percent  (10%)  of  the 


^ch,  together  with  Lessee, 

partnership  or  other  entity  is  owned  or  control  ^^^^7^        COnX>rati°n'  j°,nt  ^ 

above  addSlft  SUch  atrefs  Z  ^Z^J^lZ^  T  ^  Sha"  *  >*  *  to  L^  -  - 

of  fron,  tinte  to  time.  AH  payments  o^Z^IS  2^"^^  ^  ^ 

permanently  ceases  from  any  cause  inc^Tn^^™^  ,  P  "°n  (Whe'her  °r  "0t  in  1uantiti<«) 
action  of  any  governmental author itl   he ^fn  the  event li«  * ,he  pr°visions  of  Seetio"  6  OT  *e 

nevertheless  remain  in  force  if  Lessee  commit  oZUns  f  "  T  0the™Se  being  maintained  in  force  *  sha" 
well  or  for  otherwise  obtaining ;  o ^ZS^KTrTl^.^^  ™  ^""i8  7"  °r  f°r  dri"inS  M  additi°™< 
hundred  (180)  days  after  completion  of  oplra^s  oH,,^  H    hT  °f  'andS  P001*  therewith  withi"  one 

cessation  of  all  production.  If « he  end  of the  primal  term  t  T •  ^  °"1  hundred  a"d  ('80)  after  such 
maintained  in  force  but  Lessee  isThen  enlaldTd^linT'  Ms  UaSe  is  not  othe™ise  being 

obtain  or  restore  production  ta^S^  ^^T^  T  ^  Ca'Culated  * 

prosecuted  with  no  cessation  of  Ze  th™  „  net  T  *?  °ng  33  ^  006  °r  more  of  such  °Perati°"s  •» 

production  ofoil  or  gas  or  ^L  surtL^over^h^^  consecufve  days,  and  if  any  such  operations  result  in  the 
from  the  leased  premiss ortn's ^SeS X  ew  ,h  Aft™  7  there  is  pr°dUCtio"  in  ™">&  1uantities 

hereunder,  Lessee  shall  drill  lh  addrtiona  weUs  on  the  ^h"  *  C?P1?  °f  producinS  in  Q^tities 
prudent  operator  would  drill  under  the  a^e  or^t! L?,,  T  Poises  or  lands  pooled  therewith  as  a  reasonably 
then  capable  of  producing L "pay ^aZ^T^^T"^  W  '^T^  ,he  ^  premises  38  ,0  formati<™ 
leased  premises  from  uncompeZted  Eg  by  any  weh  or  we.TsT "  7  ^  r'f^^'  01  (b)  t0  pr0tect  the 
^"ocovenanttodri,,^ 

intents  ^mlZ^ZX^l  t^anftn  t0  ^  *"  Z  "*  ^  °f  to  ™  « 
by  this  lease,  either  before  or  afl^^Z^Jl?  f  *  V      P  1  °r  2°neS'  a"d  38  t0       or  *"  ^bstances  covered 

shall  have  the  meanings  prescribed Tby  apptobllaw  or  fte  aZon foregoln8',the  'eI™s  "oil         »d  "gas  well" 

miWMmmm. 

nTlnc  s shall  ^l^i^!,,,dedrm      7'  ^ '°  *" t0,a'        aCrea«e  in  the  uni'  ^""8  -  one  or  more 
lh7ol?     /  exhaust  Lessee  s  pooling  rights  hereunder,  and  Lessee  shall  have  the  recurring  right  but  not  the 

nf  S  ,  reV'Se  T  Umt  fT6d  hereUnder  by  expansion  or  c«io"  ^  both,  either  before  or  ale ^  commencement 
authorirr-  Ord^to.confonn  to  *e  ™"  *****  or  density  pattern  prescribed  or  pen^J^ZZS 
au  S  >msdKtr'  °r.t0  C°nf0Im  t0  a"y  pr0ductive  ^reage  determination  made  by  »ch  fovemmenS 

Si  ffecttlte  f3  reV,S,0n'IfLtSSr  Sha"  fi'e  0f  reCord  a  wri«-  d-lara,ion  describing^he  riled TnTaS 
ret S ^ ^.ronL  offrevls'on-  Jf  the  leased  P«ni«es  are  included  in  or  excluded  from  the  unit  by  virtue  of  such 
revision,  the  proportion  of  unit  production  on  which  royalties  are  payable  hereunder  shall  thereafter  be  ad  usted 
accordingly.  In ,  the  absence  of  production  in  paying  quantities  from  a  unit,  or  upon  peZ^o^SlZtu^l 

iZ iTll      r  not  constitute  a  cross-conveyance  of  interests.  If  this  lease  now  or  hereafter  cove  ™enta"e 

SZtLrS'  in,6reSt  "  b6,Ween  "»  SUCh  S6parate  ^  is  inte"ded  or  sha,  I6 T4 St 

result  merely  from  the  inclusion  of  such  separate  tracts  within  this  Lease  but  Lessee  shall  nevertheless  have  the  ri«ht  to 

.toll  „»,d  „  ta,  ..^a,,,       d„,TO  „„u„  ^.i,^  Li,.^™,^,™^ 


o™pP  S  Xt^Z^^Z?*?  *e  f  °f  L—  bunder,  and  no  change  in 

authenticated  copies  of  the  document -IZu^VlT     T*  the  °riginal  or  certified  °r  duly 

until  Lessor  has'satisfied  the "notification ^S^^^^T^  '°  *"t  7™**°  °f  LeSsee  « 

otherwise  stated  herein,  if  Lessee  tmnlX"t  hereunder  ?n  whT  *  USUa'  f°™  °f  divisi°"  °rder'  ExceP'  33 
obligations  thereafter  arising  with  respecT  o  to^sfcZt^^0?  ?  ^  ^  be  relieved  of  al1 
obligations  with  respect  to  ^transferred  ^  *>  -tisfy  such 

transferred.  If  Lessee  transfers  a  full  or  undivided  in  erestTn  »!!  *  1^  °f  Tu""*  reSpeC' t0  ,nterest  not  50 
obligation  to  pay  or  tender  shut-in  royaLrhereunde,  ^uCfLTJ  T  °f  ,he  C°Vered  this  ^ease'  the 
the  net  acreage  interest  in  this  L^l  ^Zu  by^l  ^  and  "*  tan*»  in  P«°"  to 

^able^o^^  *  ^        -  *?-  *«  to  tin.,  deliver  to  Lessor  in 

area  covered  by  this  Lease  J^^^s^^Z^  ul*  fa  a"  °r  «*  Portion  of 

arising  with  respect  to  the  interest  sc .  relaleT  If  1 ™P      '  ereUP°n  ^  re'ieVed  °f  a"  oblig*tions  thereafter 

covered  ^;^s  <^^^^^^Zlt.'a  °*  "ivided  interest  in  less  than  all  of  the  area 
the  net  acreage  interest  retained  hereund^  In  X^ZZ^^  rfC^T*  ™  Wi* 
shall  deliver  to  Lessor  a  recordable  release  as  to  <Th  IT  term|natl°"  °/ * s  Lease,  Lessee,  its  successors  or  assigns, 
terms  of  this  Lease.  UponX  exp^tion  of  the  olT™ 7  "  "fT",  °f  ^  Which  have  terminated  under ^e 
renewal  of  the  primary  term,  or  XT  ssatl  0f  oneZn  h  ^  UP°n  ^  eXpirati°"  °f  ^  extension  « 

terminate  as  to  all  rigte  lying  beWoneCZ  feTnoon      ^  whichever  *is  Lease  shall 

on  the  leased  premises  or  on  lands  Zed  ttarorthS  n?2  ^  7  eitl?er  (,)  *e  dePth  drilled  in  any  well  drilled 

producing  or  capable  of  produdngTany  weU  d rtZ  on  L  |  "T  '  '""'^"J  °f  baSe  °f  deepest  formatio" 
the  deepest;  provided,  however  if  ilse Tis  thl  ™     h  Prem'SeS  °r  °n  landS  P°°led  therewith>  whichever  is 

*^ML^to^l1^£j^zfi^  r  ^ ,eased  prrises  or  on  ,ands  pooied 

between  operations.  t0  a"  depths  50  lon§  as  no  more  than  ninety  (90)  days  elapse 

lands  pooled  therewith  or  oVherwfse  ""S"1™  Streets  »  thoroughfares  in  developing  the  leased  premises,  any 


szt  isr^raj^       Lessor/arties  in  th* same — 

AS  OTHER WISF  vxPmwvTnnT^^^  officers,  employees  and  agents  as  described  above.  EXCEPT 

1^2^^^^™^      srrrTLiGATioNs  ^ 

WITHOUT   RFPARn   Tn   top    ^7,™  THIS  LEASE  SHALL  BE  WITHOUT  LIMITS  AND 

8   on  to  satisfy  itselt  as  to  the  title  to  the  leased  premises.  Lessee  assumes  all  risk  of  title  failures. 
1 6-    Top  Leasing  Permits.  There  shall  be  no  prohibition  or  limitation  on  top  leasing. 

all  o^-^^^ZH^  ^  ariSing  ^ «*         Sha»  *  *  Ta™<  bounty,  Texas,  where 


suHac^ZtZ^Zuna         1  u  V,C,mty  may  bC  'imited  and  Lessee  ^  en~r  difficulty  securing 

eworkmg,  producmg  or  other  operations  under  the  lease  premises  or  lands  pooled  therewfth  LTfoTmose of  Ihfs 

^^S7L7dUCteA  °n  ^  ^  PremiSeS-  N°thinS  COntai"ed  in  *is  P-iS ^ "stendr,:Smodify 
any  surface  restrictions  or  pooling  provisions  or  restrictions  contained  in  this  lease,  except  as  expressly  stated. 

19.0ption  to  Extend.  Lessee  is  hereby  given  the  option,  to  be  exercised  prior  to  the  date  on  which  this  lease  or  anv 
'  ™, t  ^ n     °U'd  eXP're  inf  r0^^  With  "S  termS  and  of  extending  this  lease  for  a  K  £T(  2  ) 

req  r fZ  ^l^  °f  *?"       hereU"der  Which  W°uW  e^  ™less  »  e"  The  on^i^ 

IZIh  h  y       V      i      SUCh  °ptl°n  bemg  the  payment  t0  Lessor  (°r  fOT  Lessor  "edit  at  the  depository  bank 
consl^n)  Tt1  SUC\TeS  en,it'ed  "nder  any  Cha"ge  of^„ership  according  to  Lessee's  recoXal  addSa. 
to  suet  naZentM6  sum  of -rw^nh  Flve  Thousand  Dollars  ($21000.00)  per  ne, mfneral  acre  owned  by  the  p^ry  entitled 

acr^tr  ?l    r  f  eXtenS'°n' the  aCreage  50  extended- If  this  lease  is  tended  as  to  only  a  poZ,  of  me 

acreage  then  covered  hereby,  Lessee  shall  designate  such  portion  by  a  recordable  instrument. 

20.    Miscellaneous.  This  Lease  is  entered  into  in  the  State  of  Texas  and  shall  be  construed  interpreted  and  enforced 

rfr,  W',h  '""I5  °f  the,SJtate  °f  TeXaS  With0ut  refere"ce  *  choice-of-law  rules.  £^^7^^ 
herein  be  determined  to  be  invalid  by  a  court  of  competent  jurisdiction,  it  is  agreed  that  this  shall  not  affec  T 
enforceabihty  of  any  other  provision  herein  and  that  the  parties  shall  attempt  in  good  faith  to^SteSuS^Si^ 
determined  to  be  invalid  to  effectuate  the  purpose  of  and  to  conform  to  the  law  regarding s7"PZZ 

U^ZZZ  mav  bT  "V?.000™ ™e  ^  *"d  sha»  "<*  *  themselve"  define  the  consLlion  o ?  his 
wu  I ,  y  te  eXeCUted     0ne  or  more  counterparts,  each  of  which  shall  be  deemed  an  original  but  all  of 

wh.ch  shall  constitute  one  and  the  same  instrument.  Singular  and  plural  terms,  as  well  as  terms stated " f  he mascu  ne 

tnT"  neUter  8e"der'  Sha"  ^  read  t0  inC'Ude  tHe  °,MS)  38  *e  "  re<""res  to  eff-tu^e  the 111  p^ses  of 

execution  ^bTf  WHER*OF'       Lease  is  exec"ted  to  be  effective  as  of  the  date  first  written  above,  but  upon 

assist w  e  h  r  or  not^Teir  h'T017      ^FT"'*  administrators,  succors  anS 

assigns,  whether  or  not  this  Lease  has  been  executed  by  all  parties  hereinabove  named  as  Lessor 


OR: 


ran  a 


Ramon  Tagle  \l  ~if  *  « 

s  Maria  Tagle 


STATE  OF  TEXAS  § 

§ 

COUNTY  OF  TARRANT  § 

This  instrument  was  acknowledged  before  me  on  the  23  day  °J^^^f^^]^^  Wife*  TaSle- 

/    Notary  Public,  State  of  Texas 


My  Commisaon  Expires 
April  29, 2012 


Exhibit  A 


theretOMd  any  riparian  righte  ds'  Tarran(  Co«n*y>  Texas,  and  amendments  (hereof,  including  streets,  easements  and  alleyways  adjacent 


5 


